NO  SURFACE  USE 
PAID  UP  OIL  AND  GAS  LEASE 

Inc.,  whose  address  is  8.0  Ho-iS^"p5  J5!  SSJSiK*"  "  U~'  ^  XT°  ^ 

contiinedS^^  "P-  execution  of  this  Lease,  and  the  covenants  herein 

(the  "leased  premises")  In C  Coul  Tel  fbldl       7*  described  °»  Exhibit  "A"  attached  hereto 

reversion,  prescription  or  o^^KtZ^^i^  T°?  Which  LesSor  ma*  hereafter  acquire  by 

For  pulses  ^L^Z^^^J^^I^      -^P'"8'  pr°dUCinS  and  oil  and  gas" 

elements  produced  through  a  well  "^Oir  inS         T  «*  constituent 

hydrocarbons  produced  thrfugn  a  w.^e  ^^s^t^  TV^  ^  ^  ^  gaSe0US 
as  hydrocarbon  gases.  Expressly  exclude*  fromlhk  .     v        .     Sde  <md  °ther  commercial  gases,  as  well 

premises  shall  include  M^LT^fs^Z  eLn^t  7  if  C°!1' m"*"  ^  °ther  "ke  minerals-  ™°  leased 
execute  at  Lessee's  requeZny ^tlS^rt^,*Mlttato  Lessor  agrees  to 
accurate  description  of  thele^d  p ^mUes  In  the^nt  S«"o  "T^*  neceMwy  f°r  3  more  comPlete  OT 

was  originally  paid,  Lessee  X^Sdfttoitf  bonuT^ £  ™*  ^  ^Tu  ""^  ,han  that  for  which  bonus 
Lease  was  acquired  For  the  purpose  of  deZLnT the  In T  T  ""k"  Wt"Ch  ?°nUS  WaS  °riginal1^  Paid  when  this 
acres  specified  on  Exhibit  ^41^^  — er> *»  — 

i  fn^*  Royalties  on  oil,  gas  and  other  substances  produced  and  saved  hereunder  shall  be  paid  by  Lessee  to 

Lessor  as  follows:  (a)  for  oil  and  other  liquid  hydrocarbons  separated  at  Lessee's  separator  facilit es the "imKSl 

fr  pTent  i25/o  of  such  productkm> to  be  de,ivered « Lessee's   to  el*,  at ™ r^^T^i^ 

n  nH  1-      fimC^rf  tTP°rtati0n  fadIitieS'  pr0Vided  that  Lessee  sha"  have  the  continuing  right  ?o  pur^^e  such 
%£T£  1     WrCad  mar^Price  then  Prevaili<*  »  *e  ™  field  (or  if  there  is  no  such  price 

and      fh'r       r    .T*^  ^  ^  *  ^  3  priCe)  for  Production  of  simi1*' 

(bL^aSiunCludin8  casmShead  W»)  ^  ^11  ot^r  substances  covered  hereby,  the  royalty  shaU  be  twenTfiw 

n^lT     °  ^  Pr0Ceed/  r6a"Zed  by  ^  fr°m  the  Sa'e  thereof*  c«d  at  *•        of  slje    .  pffi 

\     V^Z      ^fTi  SCVeranCe  °r  °ther  CXCise         and  ,ess  the  Permitted  unamiiated  thTrd  pa^ 
deduc  ions  de  cnbed  below;  proved  that  Lessee  shall  have  the  continuing  right  to  purchase  such  production  £7e 

prevai  hng  we  lhead  market  price  paid  for  production  of  similar  quality  in  the  same  field  (or  if  there  is  no  such  price  then 

prevailing  m  the  same  field  then  m  the  nearest  field  in  which  there  is  such  a  prevailing  price)  pursuant  to  comparable 

ST  X       a  Cn  r,dKnt°  T  ,tHu  Same  °r  Preceding  date  33  the  date  on  which  Le^ee  commences  its 

purchases  hereunder.  If  at  the  end  of  the  primary  term  or  any  time  thereafter  one  or  more  wells  on  the  leased  premises  or 

lands  pooled  therewith  are  capable  of  producing  oil  or  gas  or  other  substances  covered  hereby  in  paying  quantities  but 
such  we  1  or  wells  are  either  shut-in  or  production  therefrom  is  not  being  sold  by  Lessee,  such  well  or  wells  shall 
nevertheless  be  deemed  to  be  producing  in  paying  quantities  for  the  purpose  of  maintaining  this  Lease.  A  well  that  has 
been  drilled  but  not  traced  shall  be  deemed  capable  of  producing  in  paying  quantities.  If  for  a  period  of  ninety  (90) 
conserve  days  such  well  or  wells  are  shut-in  or  production  therefrom  is  not  being  sold  by  Lessee,  then  Lessee  shall  pay 
shut-in  royalty  of  fifty  dollars  ($50.00)  per  acre  then  covered  by  this  Lease  on  or  before  the  end  of  said  90-day  period  and 
thereafter  on  or  before  each  anniversary  of  the  end  of  said  90-day  period  while  the  well  or  wells  are  shut-in  or  production 
therefrom  is  not  being  sold  by  Lessee;  provided,  however,  that  if  this  Lease  is  otherwise  being  maintained  by  operations 
or  if  production  is  being  sold  by  Lessee  from  another  well  or  wells  on  the  leased  premises  or  lands  pooled  therewith  no 
shut-in  royalty  shall  be  due  until  the  end  of  the  90-day  period  next  following  cessation  of  such  operations  or  production 
Notwithstanding  anything  to  the  contrary  herein,  it  is  expressly  understood  and  agreed  that  after  the  expiration  of  the 
primary  term,  Lessee  shall  not  have  the  right  to  continue  this  Lease  in  force  by  payment  of  shut-in  royalty  for  more  than  a 
single  period  of  up  to  two  (2)  consecutive  years. 

Royalties  on  oil,  gas  and  other  substances  produced  and  saved  hereunder  which  are  processed  in  a  processing 
plant  in  which  Lessee,  or  an  affiliate  of  Lessee,  has  a  direct  or  indirect  interest,  shall  be  calculated  based  upon  the  higher 
of  the  proceeds  received  or  the  market  value  of  the  products  so  processed.  Similarly,  on  oil,  gas  and  other  substances 
produced  and  saved  hereunder  which  are  sold  to  Lessee,  or  an  affiliate  of  Lessee,  royalties  shall  be  paid  based  upon  the 
higher  of  the  market  value  of  the  products  so  sold  and  the  proceeds  received  by  Lessee  for  said  products.  Notwithstanding 
anything  to  the  contrary  herein,  except  for  nonaffiliated  third-party  charges  incurred  or  paid  by  Lessee,  in  no  event  shall 
any  of  Lessor's  royalty  bear  any  part  of  the  costs  of  production  or  any  post-production  costs,  including  costs  of  lifting 
gathering,  dehydration,  compression,  separation,  delivery,  transportation,  manufacture,  processing,  treating  or  marketing' 
or  for  construction,  operation  or  depreciation  of  any  plant  or  other  facility  or  equipment  for  processing  or  treating  oil  or 
gas  produced  from  the  leased  premises  or  lands  pooled  therewith.  In  no  event  shall  Lessor  receive  a  price  greater  than  or 
less  than  Lessee  in  sales  to  nonaffi  Hates. 

As  used  herein,  "affiliate"  means  (i)  a  corporation,  joint  venture,  partnership  or  other  entity  that  owns  more  than 
ten  percent  (10/o)  of  the  outstanding  voting  interest  of  Lessee  or  in  which  Lessee  owns  more  than  ten  percent  (\0%)  of  the 


more  thai  te™?K  ^      V"* together  with  ^essee' 

P~P  0' other  entity  iso^^ 

abovt  J^ts^Z  JSRSRt:  ^  ^  ^  *  *>  ^r  at  the 

of  from  t,me  to  „me.  All  payments  0r  tenders  maytml^n  ft S^TS  by  &  ^ 

neverthefcss  remain  in  force  if  Lessee  ooZ~  onerati™  f  *  "  ,n0t  °thewise  bein8  Gained  in  foree  it  shall 
onerat^n,        ^  °f  ^  production  mis £Le  M  reZl      7      "  ^  0ther  0perations  reasonably 

in^stsmSith^y6:^  to  pool  all  or  any  part  of  the  .eased  presses  or 

by  flu.  lease,  either  before  or  after  the  co^entmlToTpr^  ionP  I  "  ™?  "*  t0  ^  or  a»  ^bstances™  vered 
so  m  order  to  prudently  develop  or  operate  ^      "eVer  Lessee  deems  *  "ecessary  or  proper  to  do 

respect  to  such  other  lands  or  interests;  provided  hXetr 2 t 1  ?  T  "  f  ^  P00"^  ^ru/exkte  w'h 
included  m  any  unit  created  puisuant  to  the  poole  auZri^      t  7?"  ^  premises  covered  bv  ^  Lease  shall  be 

r"      a  horizont''  ^S«rihr  ^ unit  formed  by  su*  p°oii"g 

percent  (10%),  and  for  a  gas  well  or  a  horizontal  comnletof  111  }  V  *  maXimum  acreaSe  toler^  often 
maxrnium  acreage  tolerance  often  percent  (10% ^  prov^edZ  a  >       -     hUn<ired         (64°}  aCreS  P'US  a 

honzontal  completion  to  conform  to  any  well  snacW  nr  *1  u  8  J  06  formed  for  ™  oil       or  gas  well  or 

governmental  authority  having  WtoftiS,1*"?'  ^  "k  PreSCribed  °r  bv  ^ 

shall  have  the  meanings  prescribed  by  applicable  law Z  Z  ZZZil  fore«om8'the  te™s  "oil  well"  and  "gas  well" 
prescribed,  "oil  well"  means  a  well  withan  initial ^Z-oirmti^X^8  aUthority'  or' if  no  def™«on  is  so 

means  a  well  with  an  initial  gas-oil  ratio  of  00  0M  cub*  fee, or  lo  ?°°  ^  ^  Pe'  barrel  and  we»" 
conducted  under  normal  producing  conditions  ,,1T^  /?  °re  PCT  barre1'  based  on  24-hour  production  test 
and  "horizontal  completioV  ^SSSttti  °r  equiva,ent  tes«n«  5« 

reservoir  exceeds  the  vertical  component lereof  t  ^Z^ZT^  ^  ^  COmpletion  ^  *  * 
firs  production,  Lessee  shall  file  of  record  a  tito  S„  T*         hereUnder'  W"hin  ^  <90)  davs  <* 
poolmg  which  may  be  retroactive  to  first  producC  In  ,h~  ItZ  •  *      Un't.and  ^  *»  effective  **>  °f 
acreage  shall  be  included.  Production,  drilling  o •  reworkta orllZ       T8"  "  tadUded  fa  a  well>  a"  °f  Lessor's 
premises  shall  be  treated  as  if  it  were  p reduction  <S orlXwnTn  T**"  °u  '  Unit  Which  includes  me 
production  on  which  Lessor's  royalty  is  oalM,ZlVZ^lT   Tu°D      'eaSed  premises'  »oept  that  the 
acreage  covered  by  this  Lease  and  included  in  me  uni  tarfto  ^  total  is     **  ^k™"  Pr°duCti°n  which  the 
instances  shall  not  exhaust  Lessee's  pooling  righte  header  and  r  f     TO?  m  **  Unit'  P°0ling  m  one  or  more 
obhgation  to  revise  any  unit  formed  hereunder  S ^S^^J^6  l  ^  ^      recurring  riSht  but  n°t  the 
of  production,  in  order  to  conform  to  the  ZuSTdZs^     "  °^  ^  ^  01  after  commencement 
authority  having  jurisdiction,  or  to  contort  toly^J^  Z£Z  P^"b^  P^itted  by  me  governmental 
authority   In  making  such  a  revision,  Lessee  shalTL  o7ree«a  72?L  T?T°n,  made  by  Such  governmental 
statmg  the  effective  date  of  revision.  If  the  leased  premise^S  declaration  describing  the  revised  unit  and 

rev,s,on,  the  proportion  of  unit  production  on  w^rrotaTtieral™hT  T'"^  fr°m  *e  unit  bv  virtue  of  ««* 
accordmgly.  m  the  absence  of  production  in  payCquantS  frL  !  uT         ^  Sha"  be  adJusted 

may  terminate  the  unit  by  filing  of  record  a  wThZ  TT  ?   T       *'  or  upon  P^manent  cessation  thereof  Lessee 
Pooling  hereunder  shall  no,  E^Z^^J*^*?  -  «^-»  da^  of 
tracts,  no  pooling  or  unitization  of  royalty  interest  as  hetwL„  .        u'  6336  nOW  or  hereafter  covers  separate 

result  merely  from  the  indusion  of  such V^Z f^^Z^^^^^  °'  ^  ta  imp"ed  OT 
pool  as  provided  above  with  consequent  allocation  nf  ™™£ ,  v  Lessee  shaU  nevertheless  have  the  right  to 

"separate  tract"  mean  any  tract  X^SS^K^r^  ^    tWS  Paragraph'  *" 
that  as  to  any  other  part  of  the  leased  premises  &     W  °F  hereafter'  e,tber  35  t0  P««ies  or  amounts,  from 

royaLs  S^^^ZXT^Z  ^  ^  «  *>  ^  ~'  *e 


ownersh.p  shall  be  binding  on  We  until  tbbXZffS*?      u  T^  °f  UaK  hmwdsi<  «*  »<>  change  in 

obhgation  to  pay  or  tender  shut-in  royalties  hereZlflTu  u  f-^  m  p0rtl0n  of  ^  «**  covered  by  this  Lease 
me  net  acreage  interest  in  this  Lease  then  held  by  each.  *V1  6    etween  Less©e  and  the  transferee  in  proportion  to 

9-      -Release  anH  Vertical  pucfi  pian^     T  „ 
on  the  eased  premises  or  on  lands  pooled  therewith  or  (2Uhl  «r7     u   (  }  *e  deepest  dePth  drilIed  ™  ^  well  drilled 

*e  o.l  and  gas  mdustry,  the  level  and  nature  of  ?  equipment  and  technoI°^  * 

s  tesand  the  fact  Lessee's  operations  are  being  ccS^^r^.1*  fa  the  vicini,y  °f  Lessee's  drill 

electr.c-powered  equipment  in  its  operation 1^1^         m  reS'dential         lessee  utilizes  any  no" 
mstallmg  a  noise  suppression  muffler  or  like  4u.>menl  StepS  t0  muffle  ™e  so™<i  therefrom 

junsdicta,  including  environment  regulates  ™tt,ack ^         *  «oven«l  authority  having 

we'K  and  the  price  of  oil,  gas  and  other"™/, coveredT ebv  £  FT"  °D  **  dril,ing  ««  Prod»ctio"  * 
o  ders  are  less  restrictive  than  the  terms  of  this  LeSe Z  LeS»n  ^VS?  SUch  laws'  regulations  or 
ofter  operations  are  prevented  or  delayed  ^  s^f  ^sZX^T     ^  KWOlkin&  Pr°du«™  « 

penma,  eqmpment,  services,  material;  water,  elecS  fue  '  22?"  °rd?>  0r  b?  inabili*  to  obtain  necessary 
conditions,  war,  sabotage,  rebellion,  insurrection  riot  strike  V£T  I-  eaSements>  or  ^  fire-  fl°°d,  adverse  weather 
market  for  production  or  failure  of  WcnJ^v^TiZ  IfZ^T'  ?  \  to  0btain  a  sati^4 

reasonably  within  Lessee's  control,  this  Lease  shalUoTterm^  h P  0It/uch  Pr°duction'  or  b?  any  other  cause  not 
option,  the  period  of  such  prevention  or  de^y  h     ?"?  PreVenti°n  °f  delay'  «•  at  Lessee  s 

any=s  or  lmp,ied  covenants  of  this  LeJe  when  dr^  ^  S£  ^J^^fi*  ? 

ah!^;~ni  and  *  (~"^C^„^P^)tTa^ i8"88*8  and  'nvi,eeS'  a"d  ,heir  Active 
*  »»ture,  or  other  harm,  blading  eiXm^rJ'h-™  r  ***       actlon3  and  causes  of 

"eluding,  bat  not  limited  to,  all  losses  and  *£Zm%£%^J?J* h  recove«>  »f  damages  Is  sought, 
employees  and  agents  arising  ou,  o{<  incldJiJTor  ZZ^Zl^  °f  ^  ,to  "O**™. 

leased  premises  or  at  the  drill  site  or  operations  site  „7t£»™  ^  °Peratf<"ls  »f  or  for  Lessee  on  or  under  the 
any  of  the  terms  or  provisions  of  thfa  C"  tZ  lT^t'  T  °CCasioned  ^  Usee's  breach  of 

Farther,  Lessee  hereby  agrees  to  be  liable  for!  exonerate  talm^  rf  V  ""b,e  act  or  omi»"»»  of  Lessee, 

agams,  any  and  aU  claims,  liabilities,  losses,  damag^ot  h0W  """"'^  ,he  Lessor  Parties 

coste  and  expenses,  or  other  harm  for  wUch^irTrda^^  T'  V*™""*  ^  <in£l»di»g  ^ath), 
eontract,  statute  or  strict  liability,  including \SSZ 7tl  my  theoT  ^""tog  tort 

environment  hazards  on  or  under  the  lS  p«S  oTat  ,he  '^T'  ",C,Udin8  tb™  elated  to 

to  Lessee's  feUure  to  comply  with  anv  and  or  "*  ™e  drUI  sit«  or  operations  site  or  in  any  way  related 

Lessee',  operations  or  any  othTof  u^l-s  *  bWS!  those  arista«  from  or  in  any  way  related  to 

operation,  site;  those  arising  from  Lmee^      ^     !i  °n  or  under  *he  'eased  premises  or  at  the  drS  site  or 
-»y  arise  ou,  of  or  be  c^ioned^b^;:;^  :?'.te„r,;B,,l:SUrti,£<  °f  ,be  ^  P--ises;  and  th"  h°a 
act  or  omission  of  L_,  i(s  ^  ^te"^ 


above  to  «onMction  with  «heTS«     LeZ  t^M  ^  LeSS<"*  ln  tte  same  n,»nn«r  P™ided 

AS  OTHERWISE  EXPRESSLY^WE^Srf^  a!^  "J??^  "Dd  "gentS  88  described  ""ove.  EXCEPT 
LIABILITIES  ASSUMED  ™hSeS  ™  ?S  OBLIGATIONS  AND/OR 

WITHOUT  REGARD  TO  THE  CAUSE  (rtR  J^aTtotc^pot?  SHALL  BE  WITHOUT  LIMITS  AND 
CONDITIONS),  STRICT  LLVBILITY  OR  THE  MCT  irwX  I™^°F  (EXCLUDING  PRE-EXISTING 
THE  NEGLIGENCE  OF  ^^l^^Dpf^  ^^L^^  OR  PARTIES  (INCLUDING 
CONCURRENT,  ACTIVE  OR  PASSIVE  ^' WHETHER  SUCH  NEGLIGENCE  BE  SOLE,  JOINT, 

reg-stered  or  certified  mail,  ran™  receipt  ££&Ct  £££££  ^  *  "*  * 

-tate'in  thTieS^  T*  *  *"  »  *»  "*»  °' 

statute,  including  but  not  limited  to  Sectkm  s^fftfr^  *  ^  might  arise  *  common  law  «  by 
acceptance  of  this  Lease,  Lessee  acknowledged I  thlt  it  P«T  C°de  (°r  its  successor>  «  exclu^-  By 

«™sti^^ 

16-    louLea^nn^.  There  shall  be  no  w  ^  ^  ^ 

a"  obUiSs^^JSrab7  diSpUte  Under      Le-e  shall  lie  in  Tarrant  County,  Texas,  where 

ordinLfSin?^sitet  T  ™'  8~n taI  ™*  « 

vicmty,  surface  locations  for  well  sites  in  fte  vS  m^n?  >■  f  T  ^  a  ***  'eaSe  wd/oT  0,her  leases  in  «■* 
surface  locations)  for  drilling,  reworktog  or  oft  JoTmtioT  lif"  ^  ^  may  encounter  ******  ~g 
either  restricted  or  not  allowed  on  the  ta£32T££Er  T^^J^^Dg,  reworking  or  other  operations  are 
conducted  at  a  surface  location  off  of  tnTC™Tse°  or  of? of  lan^  TVA88™"1  *■*  any  such  operations 
accordance  with  this  lease,  provided  that  such  oneS!  f  f  *  W"h  Wh,ch  the  lease  Premi^s  are  pooled  in 

reworking,  producing  or  other  ^ZJ  m^ZZ^   ^  *  Wel1  for  the  P^6 

lease  be  deemed  operations  conducted  Z  r^p^LTEL  2  <  ^  ^  f°r  pUrP0Ses  of  th* 

any  surface  restrictions  or  poo.ing  provisions  or  mfflT^te^^^^  * 

UJ  years  as  to  all  or  any  portion  0^^^.^  pTO™lons°fe*^&  this  lease  for  a  period  of  two 
action  required  by  Lessee  to  excise  such  oS  £L  f  ^  "J"*  W0Uld  eXpire  11111038  so  extended-  Tto~«Hy 

bank  named  herein)  and/or  such  p^ieTemC^  <"  f°r  lM  credit  "  the  depository 

additiona.  consideration  of  the  M^^^^T^^1^^  f  ^  recOTds>  an 
party  entitled  to  such  payment  at  such  rime  o 'extend  TJt  ($25>°°0-00)  per  net  mm  eral  acre  owned  by  the 

Portion  oftheacreage^cove^ 

m  .JLiKSsy^       :*s:d  r: *  ~* *****  - 

herein  be  determined  to  be  invalid  by  «E?  rf  cl^f?  ^  cho.ce^f-law  rules.  Should  any  of  the  provisions 
enforceability  of  any  omerproTsfo thereto  ZlxtZ^  t^t*™'*  fa  agreed  that  "his  shaU  not  affect  the 
determined  to  be  invalid  to  SateX  nu^t  f  PJ?  ^  a"empt  m  8°°d  faith  t0  re™8°tiate  that  provision  so 
titles  appearing  in  iJVZJ^^XZ  onlTand  sit™,  k  *  taw1«Wh«  such'  vision,  "rhe  section 

tss^co^-r-£E™ 

^or  neuter  gender,  sha„  be -rK^t^^JS^tf^ 

execution  ^Tb^l^^K  ^  "  °f      ^  ^  ^  ab0Ve'  but  uPon 

assigns,  whether  or  -  tJs  Lease  hJClTc^ 

LESSOR:  LESSOR: 

MARTHA 
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STATE  OF  TEXAS  § 
COUNTY  OF  TARRANT  § 

IWs  instrument  was  acknowledged  before  me  on  the  /ff^L  oQfJ^ 
 Qeorge  Luna  and  wife,  Martha  Lima 


EXHIBIT  "A" 


H^'h^  ;     w       J^^/  PagC  l36* PIa*  Records» Tarrant  Co™*.  Texas,  and  being  those  same  lands  more  particularly 
described  in  a  Warranty  Deed  dated  August  11, 1989  from  Robert  E.  Gruver  aud  wife,  Barbara  Add  Gruver  to  George  Luna^od  w  fe 
Martha  Una  and  recorded  in  Volume  9677,  Page  1195,  Deed  Records,  Tarrant  County,  Texas,  and  amendment  S 
easements  and  alleyways  adjacent  thereto,  and  any  riparian  rights.  ' Inc,uam*  8treets» 
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